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KEY ECONOMIC INDICATORS 
(expressed in $ millions unless noted) 


MACRO-ECONOMIC INDICATORS 1983 1984 1985 1986 


Gross Damestic Product (GDP) 658.95 637.82 710.29 998.0 
GDP at 1984 Constant Prices 674.17 637.82 643.94 967.77 


GOVERNMENT ECONOMIC INDICATORS 


Budget Revenue 95.8 

Budget Expenditures 111.3 

Budgetary Deficit/Surplus -15.5 

Gross Domestic Investment 76.63 
Total Long Term Debt Outstanding 215.1 

External Debt Outstanding ¢ G@P 40.4 

Debt Service Ratio % of 

Goods/Svcs 13.7 


FOREIGN TRADE INDICATORS 


Exports (FOB) 
Imports (CIF) 
Trade Balance 
Current Account Balance 


COMMODTTY PRODUCTION 


Diamomd Production (uncut- 

1000 cts) 295.4 33741 353.5 356.7 
Diamond Exports (uncut-1000 cts) 282.5 326.4 342.6 353.5 
Diamomd Export Value 29.1 32.5 23-5 35-5 


Coffee Production (1000 tonnes) 13.9 14.6 13.0 
Coffee Exports (1000 tonnes) 12.88 18.67 9.85 
Coffee Export Value . 24.3 41.2 353 


Cotton Production (1000 tonnes) 33.40 45.66 35.50 
Cotton Exports (1000 tonnes) ° 12.64 Sa.71 14.09 
Cotton Export Value ‘ 20.6 15.1 12.3 


Timber Production (1000 mG) 326.45 324.46 330.52 258.02 
Tinber Exports (1000 n3) 171.54 157.46 133.24 125.14 
Timber Export Value 2230 20.6 20.0 4325 


Average Exchange Rates for Year 381.06 436.96 449.26 346.31 
(CFAF per U.S. dollar) 


Sources: Intemational Monetary Fund; Ministere du Plan, des Statistiques et 
de la Cooperation Internationale; World Bank; Banque des Etats de 1'Afrique 
Centrale; Africa Research Bulletin, Vol. 24 # 3, April 30, 1987, pp 8648-9. 





SUMMARY 


The Central African Republic (CAR), a landlocked country in the heart 
of Africa, occupies a land mass slightly smaller than the state of 
Texas with a population that is estimated to be approaching three 
million at an annual rate of increase of 2.6 percent. Bangui, the 
capital, is an urbanized environment with a population of over 600,000 
people. Outside of the capital, the population is 70 percent rural 
and well dispersed along the roads and rivers. The highest rural 


density is found in the western region near the Cameroonian and 
Chadian borders. 


In the 27 years since its independence from France, the CAR has made 
only slow progress towards economic development. A near decade of 
serious economic mismanagement in the 1970s, aggravated by external 
factors, resulted in a decline of output and per capita income between 
1978 and 1982. The governments succeeding the Bokassa regime in late 
1979 began to address the CAR's economic difficulties with the aid of 
France, the International Monetary Fund (IMF), the World Bank group, 
and other bilateral and international donors. Since 1981, the 
Kolingba government has made considerable progress in both the 
economic and the political realms, and is continuing its impetus 
toward financial stabilization and structural change. 


Despite recent progress towards economic reform, the CAR remains one 


of the world's poorest and least monetized countries. It is 
essentially an agrarian economy, with an annual per capita income of 
$337. After several years of modest growth of exports and export 
earnings following the severe drought in 1983, sharp declines in 
commodities prices delivered a substantial blow to the fragile 
economy. GDP growth slowed from 3.8 percent in 1985 to 2.8 percent in 
1986, as exports fell 11.2 percent. Almost all of the CAR's major 
export sectors, including cotton, coffee, and timber, have suffered 
significant price declines. The full impact of this fall in prices 
has yel to be learned; however, expectations are that the terms of 
trade will turn against the CAR by almost 5 percent in 1988. 


Agricultural activities (including forestry) account for about 40 
percent of GNP; mining, manufacturing, and construction for 14.5 
percent; and services for 41.5 percent. The large share of services 
is explained by the high transportation costs in domestic and 
international trade and an oversized, but much reduced, civil service. 





THE POLITICS OF REFORM 


The Kolingba Administration has been making substantial reforms in 
both the political and economic structures of the CAR. Military rule 
ended in September 1985. A new constitution replacing the one 
suspended in 1981 was ratified in a popular referendum on November 21, 
1986. The election for members of the new National Assembly, a 
spirited contest among almost 150 candidates for 52 positions, took 
place at the end of July 1987. The election in September for members 
of the Economic and Regional Council will complete the National 
Assembly. Before the end of the year, voters will return to the polls 
to elect town and city mayors for the first time in many years. A 
one-party system is in effect with the aim to favor nationalism over 
tribal loyalties. Prospects are good that political stability and 
further pluralization will continue. 


Economic reform has gone hand in hand with recent political reform. 

In keeping with free market policies, import and price controls were 
lifted in 1986-87. A new liberal investment code is expected to be in 
place by the beginning of 1988. The Government of the CAR and the IMF 
have had close and constructive relations since CAR began its 
borrowing in 1983. Standby Financing agreements have been renewed 
with regularity. Currently, a Structural Adjustment Loan is in place 
for SDR 30 million covering the period ending in 1987. 


Single country creditors include France, Japan, Yugoslavia, West 
Germany, the United States, Austria, Switzerland, and South Africa. 
The Paris Club has rescheduled the country's debt three times since 
1981. While the appreciation of the CFA franc against the dollar 
eased somewhat the CAR's heavy debt-service payments, this must be 
balanced against the country's losses in export earnings on 
commodities priced in dollars. The CAR participates in the monetary 
union of francophone Africa, which guarantees it a fully convertible 
currency (50 CFA francs equal 1 French franc). In addition to the 
World Bank and the IMF, active donors in the country include United 
Nations agencies, the European Community, nongovernmental 
Organizations as well as the national governments of France, West 
Germany, United States, Japan, Italy, Denmark, South Korea, North 
Korea, People's Republic of China, and Saudi Arabia. 


The CAR's liquidity problems are due primarily to reductions in 
customs receipts, falling commodity prices, and the failure of the 
government to control extra budgetary expenditures. These have been 
compounded by capital flight of CFA francs to Zaire and Nigeria whose 
weakened currencies act like a magnet to the fully fixed-rate 
convertible CFA francs. The implications of this liquidity gap can be 
best appreciated when one realizes that roughly 11 percent cf national 
liquidity remains available to the economy after government 
expenditures and debt service are paid. 





Despite these constraints, the government has made significant 
progress toward better budgetary control. While deficits have been 
drastically reduced over the last several years, this year the deficit 
grew primarily as a result of an unexpected fall in government import 
duties. Measures improving expenditure control are proceeding, 
including reductions in the number of civil servants, and family 
allocations. As late as 1981, civil service salaries accounted for 90 
percent of the government budget. Today, government salaries claim 
only 56 percent of budgetary receipts. The Administrative Reform 
Program is supported by the World Bank, the IMF, and the U.S. Agency 


for International Development (USAID), as well as other multilateral 
and bilateral donors. 


These reforms are not without domestic political cost. For example, 
real wages for government employees have fallen over 25 percent since 
1980. Unemployment in the capital city is running about 30 percent, 
whereas in the regional towns unemployment averages about 25.6 
percent. In the past, the government of the CAR has been praised in 
international fora for its success at implementing pragmatic and 
politically courageous changes. 


PROJECTIONS 


The CAR's landlocked location, difficult transportation conditions, 
limited domestic market, seeming inability to generate local capital 
for productive purposes, and near total dependence on international 
prices of a small number of commodities, are the principal constraints 
to the development of its economy. The economy, heavily dependent on 
primary commodities, remains vulnerable to world market and climactic 
developments. The CAR's terms of trade are expected to deteriorate by 
4.7 percent in 1987. Thus short-term prospects are ones of inevitable 
austerity for the Kolingba Administration. At a time when the 
government is taking the right steps to rationalize its policies and 
to eliminate internal economic distortions, volatile commodities 
prices are discouraging sound economic policy. While appropriate 
macroeconomic and sectoral policies are being implemented, export 
earnings continue to decline. 


AGRICULTURE 


Agriculture, including the forest industry, accounts for 80 percent of 
employment, and 61 percent of exports. Despite low productivity 
output per farmer and an inefficient marketing infrastructure, the CAR 
is virtually self-sufficient in the main food staples, including 
cassava (manioc), corn, and millet. The CAR is considered to have 
exceptional (if barely is exploited) agricultural potential, having 





been among the few African countries able to increase their per capita 
food production in recent years. USAID is currently doing work to 
improve the marketing structures in the rural areas of the CAR. While 
a first priority is to improve nutrition levels locally, prospects for 
the CAR to become a net food exporter again in the long-term future 
are encouraging. 


The government has given the agricultural sector the top priority in 
its program of economic reform. It has recently made considerable 
progress in its agricultural reform program, focusing on the following 
policy measures: appropriate producer price incentives for the CAR's 
export commodities, complete liberalization of food crop marketing, 
economic pricing of agricultural inputs, redefinition of the 
agricultural commodities stabilization fund, and strengthening of the 
capacity of the Ministry of Rural Development to plan and coordinate 
its policies. The new Five-Year Development Plan (1986-90) continues 
to emphasize institutional reform, with the aim of improving producer 
performance. The general climate of political will toward 
agricultural development is thus positive, despite the perennial 
agricultural threats of drought, uncontrolled bush fires, black 
markets, and migration of youth to the urban areas. 


Cotton, the most widely grown cash crop, traditionally has provided 
Significant foreign exchange revenues and is the primary source of 
income for one-third of the CAR's farmers. The government, with World 
Bank assistance, began to overhaul the cotton sector after a decade of 
decline in the 1970s which culminated in the low production year of 
1981-82. Between 1980 and 1985, cotton producer prices were doubled 
in nominal terms, raising production dramatically. The sudden fall in 
prices from 1985 to 1986 dealt a dramatic blow to the industry. 

Cotton prices tumbled losing 65 percent of their value under the 
combined effects of falling U.S. dollar cotton price and the 
depreciation of the dollar relative to the CFA franc. The current 


slow price recovery to about 70 percent of 1985 levels continues to 
constrain the industry. 


The parastatal cotton zone development agency, SOCADA, has had 
recurrent deficits due in part to expensive producer subsidies and in 
part to the difficult task to which it is assigned. It must provide 
the public service activities such as road maintenance, extension 
services and promotion of animal traction while simultaneously 
functioning as a profit-making venture. With the assistance of the 
World Bank, the CAR is reorganizing the cotton industry with the goal 
of trimming costs and improving performance. Strict market 





discipline is not easily applied to the CAR cotton industry, as the 
crop rotation practices introduced by SOCADA are beneficial to food 
crop production. Despite the cotton sector losses, the general 
economic and nutritional situation of the country is believed to 
benefit from a domestic cotton industry. 


SOCADA has taken stringent austerity measures to streamline its 
operations with the help of IDA. A Cotton Sector Adjustment Program 
valued at $15 million has been accepted by the World Bank Executive 
Council. Within the context of the European Community Stabex System, 
the CAR was awarded 1.6 million European Currency Units to compensate 
for foreign exchange losses resulting from this recent price decline. 
Beginning in 1986-87, the cotton sector restructuring plan has 
restricted production to high yield areas. Further rationalization of 
processing facilities, transportation costs, and administrative 
overhead are expected to combine with improvements in cotton prices to 
alleviate some of SOCADA's most pressing problems. 


The livestock industry, in contrast to the other sectors of the 
economy, is healthy and growing. The domestic cattle industry has 
benefited from the troubles in Chad, as nomadic herders have come to 
the CAR and stayed, bringing with them a life of experience. The 
cattle population is estimated at 2.8 million head. Efficient 
Slaughterhouses produce for the local market. Excellent opportunities 
remain for a domestic dairy industry, as most dairy products continue 
to be imported. 


The coffee sector, until recently, has been a stable source of 
earnings in the CAR. It is currently in acute crisis; earnings for 
1986 fell by almost 50 percent. Expectations of recovery appear bleak 
for this year. Nevertheless, Robusta coffee was the CAR's second most 
important foreign exchange earner after diamonds in 1986. About 15 
percent of the crop comes from industrial plantations. Small farmer 
cultivators continue to increase their share of national production 
due to their greater flexibility in coping with price fluctuations and 
in avoiding the problems associated with large industrial plantations. 


The local coffee parastatal, ADECAF, handles extension work and 
supervises planting, while the national commodities board CAISTAB buys 
and sells coffee (among other commodities) in an effort to maintain 
local price stability. The European Development Fund (EDF), French 
Assistance Program (FAC), and African Development Bank (AFDB) have 
been active in promoting increased coffee production in the CAR. 
Increased producer prices raised output dramatically prior to 1986. 
High expectations of rising world prices for the CAR's superior grade 
coffee were dashed in 1986-87 as export prices in CFA francs fell 50 
percent from the combined pressure of falling coffee prices 
denominated in dollars and the slide of the dollar vis-a-vis the CFA 





franc. CAISTAB's depleted resources have not enabled it to meet its 
commitments to pay producers the increased gate prices established the 
previous year. International Coffee Organization (ICO) quotas have 
not been settled, and any anticipation of an improvement in coffee 
prices for this year seems overly optimistic considering the bumper 
crop worldwide. The IMF-sponsored reorganization of ADECAF, designed 
to rehabilitate the industrial plantations by reducing input taxes, 
minimize CAISTAB costs, and tie producer prices to world market 
prices, should render the sector more efficient and poised for 
recovery dependent on the movement of international prices. 


Tobacco production has decreased in recent years due to its decline in 
value relative to the costs of transporting it from eastern CAR to the 
Cameroon coast. Marketing of the predominantly black (cigar) tobacco, 
a basically small farmer crop, is handled by the joint French and CAR 
company SCAT for its principal customer, the European Community. 


The CAR's forest, a largely untapped resource, is rich in sapelli, 
ebony, and other valuable trees. Competition from less expensive 
Asian and Latin American hardwoods has been stiff, but they cannot 
completely substitute for some of the rarer varieties available in 
CAR. Production fell by one fourth in 1986, as world prices declined 
and costs increased. The government has taken active measures to 
stimulate the industry by restructuring the Forestry Code and reducing 
duties on timber industry inputs from 70 to 5 percent. Here again, 
the CAR's timber industry is highly dependent on international prices 
over which it has no control. 


MINERALS 


While satellite resource surveys suggest extensive mineral wealth in 
the country including 3.5 million tons of iron ore, 300,000 tons of 
copper as well as manganese, the mining industry in the CAR is 
dominated by diamond production. Steadily increasing production 
levels have characterized the industry since 1980. While diamond 
production showed a modest increase over 1985, the value of diamond 
exports fell by over 13 percent. Belgium has rivalled France as the 
CAR's overall largest export market in recent years, largely because 
of its importance as a diamond handling and cutting center. Other 
mineral resources in the CAR include gold and uranium. An American 
firm has recently established itself in the diamond zone to recover 
both diamonds and gold in a single operation. It should see results 
by the end of this calendar year. Uranium deposits, on the other 
hand, have not been exploited due to excessive initial costs and 
transport difficulties. 








ENERGY 


Eighty percent of national energy needs are supplied by wood fires. 
Hydroelectric energy produced for the capital city at the power 
station of Boali on the Mbali River has increased almost 17 percent 
Since 1980. However, recent years of low rainfall have strained the 
hydroelectric sector and put higher than expected pressure on the 
regional geothermal plants. Petroleum products are traditionally the 
largest component of imports to the CAR, despite the fact that the CAR 
has apparently some oil of its own. (In 1985, Esso postponed its 
exploratory drilling in the CAR, while it assessed its first core 
samples relative to the world market.) The burden of this heavy 
import bill has been eased by the recent world petroleum price 
decline, however this savings has not been passed on to the 
consumers. The CAR still remains vulnerable to the vicissitudes of 
the raw materials market. 


INDUSTRY 


Manufacturing activity in the CAR centers around agricultural and 
forestry product processing, and accounts for about 8 percent of GDP. 
Contraband imports of palm oil, textiles, and worked metal, dumped on 
the CAR economy below cost, have contributed to the problems of 
domestic manufacturers. Nevertheless, progress is continuing on the 
construction of the Ouaka sugar refinery and plantation complex, and 
the Bossango palm oil plantation and refinery. Both projects are 
funded by the French CCCE and the Saudi Fund for Development, and 
represent efforts by the CAR towards the promotion of industries 
involved in import substitution. Other import substitution industries 
include cigarette and cigarillo factories, a textile mill, a shoe 
factory, a mattress factory, a paint and varnish plant, as well as 
automobile, motorcycle, and bicycle assembly plants. Primary 
manufacturing facilities include two European-owned breweries and a 
soft-drink bottling plant. Retail petroleum products are the monopoly 
of PETROCA, a parapublic company managed by its private partner, 
Total. 


Fishing is a minor industry in the CAR, but wild Game hunting is still 
a popular attraction both for sportsmen and to provide protein for the 
general population. In 1985, because of concern over the decline in 
population of the national elephant herd, the government of the CAR 
outlawed all elephant hunting within its borders. However, poaching 
is a continual problem as the government attempts to protect this 
natural resource, 


TRANS PORT 


Air Afrique and Union des Transports Aerien (UTA) are the two major 
airlines serving the Bangui-Mpoko International Airport with direct 
links to Paris and Brazzaville (three flights per week). A new 
airline company, Nord-Sud SA, was created in 1987. The airline is 
jointly by Point-Air and local entrepreneurs. It will offer 





bimonthly service to France and envisages regional service. Air 
Gabon, CamAir, and Air Chad also connect Bangui to other parts of 
Africa. There are several regional airports in the CAR, and efforts 
toward a major expansion of the Mpoko airport are in process. 


Bangui is more than 1,000 kilometers from the coast of the Atlantic 
Ocean by either of its two main access routes, Pointe Noire, Congo (by 
river/rail) and Douala, Cameroon (by road/rail). This distance 
substantially raises production and inventory costs and reduces the 
CAR's export competitiveness. While there are no railways in the CAR 
at present, an extension of the Trans-African Railroad from Cameroon 
is under consideration. 


In the late 1970s the country's road system was allowed to 
deteriorate. Recent improvements have been nothing short of 
startling. Transportation times between the capital and secondary 
towns have been reduced as much as three-quarters. Expectations are 
that this improved flow of traffic will reduce the costs associated 
with both imports and exports from the port of Douala, benefiting the 
consumer with reduced prices. In the northern region, a West 
German-CAR cooperative effort has been very successful in its 
roadbuilding efforts. Road improvements are expected to outdistance 
plans for a railroad in the foreseeable future. At present the road 
network totals 22,500 kilometers, of which 458 kilometers are paved. 
Progress is being made on the CAR section of the Trans-African highway 
linking Lagos, Nigeria to Mombassa, Kenya. Public transportation 
within the CAR is limited; car and small plane rentals are available 
but expensive. The previous National Action Program made 
rehabilitation of the transportation sector a top priority, and the 
1986-90 Plan continues this trend. 


PRACTICAL INFORMATION 


The tropical climate ranges in average temperature from 66 to 93 
degrees Fahrenheit (19 to 34 degrees Celsius). Urban and interurban 
telephone service has dramatically improved in the last year. 
International telecommunications links are assured by satellite. 


IMPLICATIONS FOR THE UNITED STATES 


Bilateral relations between the United States and the CAR are 
excellent. Total U.S. development aid to the CAR is approximately $4 
million annually, with a focus on food production. Trade between the 
United States and the CAR declined steadily after 1982, but U.S. 
exports to CAR rose in 1985 to surpass their former level as the 
dollar value fell against that of the franc. 


While the commercial opportunities offered by the Central African 
market are very limited, the CAR Government unreservedly encourages 
private sector enterprise and investment, especially from foreign 





businesses, given the present weakness of the domestic private 
sector. The current urgent need of the government for investment, in 
an atmosphere of privatization and reform of government parapublic 
functions, ensures that liberal government incentive policies will 
continue for the foreseeable future. 


Most budgetary and development aid has been from European sources, 
especially France, which is traditionally the largest export and 
import trading partner as well. U.S. commercial interest in the CAR 
is minimal, since Americans have usually yielded to Europeans in such 
small African markets, but the CAR does offer significant investment 
opportunities. The limited amount of good quality government data and 
sparse academic and donor supported research are other, but perhaps 


not overwhelming, constraints to American commercial expansion in the 
CAR. 


Private American investment in the CAR has been traditionally 
concentrated in the diamond sector, most recently with the arrival of 
O'Hair Mining's establishment of African Star Mining in July 1987. 
Smaller American investment exists in the tobacco sector (the General 
Cigar Company of Virginia holds an 8 percent interest in the cigarillo 
manufacturing firm MANUCACIG). 


Appropriate industries for investment by U.S. firms include the energy 
sector (especially hydroelectric generating equipment and solar panels 
for rural electrification), light manufacturing or assembly, dairy and 
livestock industries, and all types of food processing (especially 
fruit and vegetable). In addition, the CAR imports U.S. logging, 
timber-handling machinery, and cotton gins. However, export of 
foodstuffs (particularly rice) from the United States would not be 
beneficial for the CAR, since foreign supplies could easily flood the 
small CAR market, discouraging local production. Given the 
government's austerity program, U.S. suppliers may find their greatest 
opportunities for sales in conjunction with planned donor-financed 
development projects. Expansion in the sales of American products to 
the CAR does not appear imminent due to budgetary constraints; 
however, the extensive needs of the CAR present many entrepreneurial 
opportunities. 


U.S. citizens are required to obtain visas before entering the CAR. 
These visas may be obtained at the CAR Embassies in Washington, Paris, 
Rome, Brazzaville, and Dakar. Allow at least a week for a business 
visa. Firms sending representatives should ensure that all 
correspondence and documents used in local presentations are available 
in French. Companies interested in the CAR can obtain further 
information from the Department of Commerce's International Trade 
Administration (ITA) district offices, the ITA desk officer for the 
CAR in Washington, DC or directly from the U.S. Embassy in Bangui. 








